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In a year-end televised message on Dec. 31, President Jaime Lusinchi said Venezuela will suspend
principal payments on all debt owed to foreign banks contracted prior to 1983. The president stated
that his government had already informed the affected creditor banks of the decision to suspend
payments beginning Jan. 17. Next, Lusinchi denounced what he described as the "egotistical
incomprehension on the part of creditor countries," that has placed Venezuela "in an unsustainable
situation." To the present, Caracas has met all international payments. According to Lusinchi,
rescheduling of the debt is necessary due to declining oil prices. He added that the upcoming
debt renegotiation talks are to be aimed at "coordinating debt rescheduling in such a way that
Venezuela can comply without affecting its development needs." Finance Minister Hector Hurtado
is scheduled to visit New York in early January to discuss the debt restructuring. Of Venezuela's
total $32 billion debt, foreign banks account for $20 billion. The Central Bank reported that in the
first half of 1988, the country paid $643 million on principal, while debt servicing totaled $5.6 billion,
or almost 70% of export earnings. The government's decision will not affect interest payments or
letters of credit. Local media reports indicated that private Venezuelan bankers expressed their
support for the decision. Foreign bankers were cited as saying that the action was taken in the
context of Venezuela's dwindling foreign reserves. Venezuelan reserves are estimated at $7 billion,
considered adequate for seven months worth of imports. However, as reported by Xinhua (01/02/89),
most of these reserves are in the form of gold or deposits at the International Monetary Fund.
Lusinchi said the government would begin renegotiating the debt in talks with creditors in the near
future, opening the way for a full debt restructuring after president-elect Carlos Andres Perez takes
office on Feb. 2. Since 1982, Venezuela has repaid more principal to foreign private banks than any
other Latin American nation. In the past five years Venezuela has made $9.5 billion in principal
payments to foreign private banks and bondholders, who hold 90% of the country's foreign debt.
The Finance Ministry had projected principal payments of $2.3 billion in 1989. (Basic data from AFP,
Notimex, 12/31/88; New York Times, 01/01/89; Xinhua, 01/02/89)
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